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The  Mayor’s  proposed  fiscal  1993  operating  budget,  currently  pending  before  the  City  Council,  totals  $1316 
billion,  a cut  of  $8.0  million  or  0.6%  over  the  Tiscal  1992  budget.  This  represents  the  second  consecutive  year 
that  the  City’s  budget  has  decreased,  reflecting  two  consecutive  years  of  revenue  losses.  The  current  fiscal  1992 
budget  was  reduced  by  $41.8  million  or  3.1%.  In  fiscal  1990  and  fiscal  1991,  the  two  years  preceding  these  two 
years  of  revenue  losses,  Boston  had  seen  its  budget  growth  decline  to  43%  and  2.4%  respectively.  That 
compares  with  a high  of  10.9%  in  fiscal  1987.  Boston’s  general  fund  spending  increased  by  2.8%  from  fiscal 
1989  to  fiscal  1993.  During  this  same  period,  inflation  for  government  spending  increased  by  143%.  The 
limited  growth  and  loss  in  budget  spending  over  the  past  four  years  are  attributable  to  decreased  revenues  due 
to  a loss  of  state  aid  of  $80.5  million  or  19.7%,  and  a decline  in  new  property  growth  and  departmental 
revenues  as  a consequence  of  the  slowdown  in  the  economy.  To  help  offset  the  decline  in  these  revenues  and 
in  an  effort  to  stabilize  the  budgets  of  key  departments,  the  City  has  relied  on  proceeds  from  the  sale  of  capital 
assets,  reserve  fund  money  and  other  one-time  revenue  sources.  The  Mayor’s  fiscal  1993  budget  assumes  an 
increase  in  state  aid  of  only  $686,000  or  03%.  Actual  Cherry  Sheet  estimates  released  this  week  indicate  that 
state  aid  for  Boston  will  decrease  slightly,  not  increase,  creating  a small  potential  revenue  imbalance.  Still  to 
be  determined  is  whether  the  final  state  budget  will  include  $185.0  million  for  state  aid  and  how  it  will  be 
allocated. 


This  year,  fiscal  1992,  Boston’s  operating  revenues  decreased  by  $44.4  million  or  33%.  This  represents  the  first 
time  that  revenues  were  less  than  the  prior  year  since  fiscal  1982,  the  first  full  year  of  Proposition  IVi.  In  fiscal 
1992,  most  city  departments  received  budget  reductions  as  departmental  appropriations  decreased  by  $45.5 
million  or  4.1%.  The  Departments  of  Police,  Fire,  Hospital  and  School,  representing  71.9%  of  the  total 
departmental  budget  in  fiscal  1993,  were  kept  as  priority  services  with  their  budgets  not  reduced  until  fiscal 
1992.  With  the  exception  of  the  Police  Department,  these  budgets  are  all  recommended  for  cuts  in  fiscal  1993. 
The  spending  of  these  four  departments  has  increased,  in  aggregate,  by  3.9%  in  the  four  years  since  fiscal  1989 
but  has  decreased  by  43%  in  the  two  years  since  fiscal  1991.  Protecting  these  departments  has  required  other 
city  departments  to  absorb  a larger  share  of  the  spending  cuts.  The  decline  in  revenue  growth  in  past  years 
and  the  revenue  loss  this  year  have  caused  the  City’s  work  force  to  decrease  by  1,120  employees  or  5.6%  from 
January,  1989  to  January,  1992. 


WHERE  THE  MONEY  COMES  FROM 

Revenues  available  to  support  Boston’s  operating  budget  are  estimated  at  $1316  billion  for  fiscal  1993,  a decline  of  $8.0  million 
or  0.6%  since  fiscal  1992.  This  year,  Boston’s  revenues  decreased  by  $44.4  million  or  3.2%.  In  the  four  years  since  fiscal  1989, 
city  revenues  have  increased  overall  by  $28.2  million  or  2.2%.  Boston  continues  to  rely  on  the  property  tax  levy  as  its  largest 
revenue  source  which,  projected  at  $618.4  million  next  year,  represents  47.0%  of  total  estimated  receipts.  This  is  followed  by  state 
aid  which  is  expected  to  generate  24.9%  of  city  revenues,  hospital  receipts  at  12.0%,  departmental  revenues  at  9.1%  and  other 
revenues  at  7.0%. 

THE  PROPERTY  TAX  Not  only  is  the  property  tax  Boston’s  major  revenue  source  but  it  is  a revenue  the  City  has  had  to 
depend  on  more  each  year.  As  a percent  of  total  general  fund  revenues,  the  property  tax  in  Boston  has  increased  from  37.6% 
in  fiscal  1989  to  47.0%  in  fiscal  1993.  For  fiscal  1993,  which  begins  in  July,  1992,  the  property  tax  is  projected  to  increase  by  $35.2 
million  or  6.0%.  This  is  a larger  than  normal  increase  due  to  a one-time  increase  in  new  growth  of  $13.7  million  as  a result  of 
the  Prudential  Center  commercial  property  transferring  its  tax  status  from  121A  exempt  to  taxable  in  fiscal  1993.  Without  the 


inclusion  of  the  Prudential  Center,  new  growth  in  fiscal  1993  is  estimated  at  $6.9  million,  down  from  $13.8  million  in  fiscal  1992 
and  $20.7  million  in  fiscal  1989.  Reflecting  the  concern  about  the  adequacy  of  abatement  reserves,  the  City  has  increased  its 
overlay  reserve  for  abatements  by  $6.0  million  to  $33.8  million  in  fiscal  1993.  The  overlay  as  a percent  of  the  gross  property  tax 
levy  will  increase  from  4.8%  in  fiscal  1992  to  5.5%  in  fiscal  1993. 

STATE  AID  The  loss  of  19.7%  in  Boston’s  state  aid  has  been  a primary  reason  for  the  limited  growth  and  loss  in  budget 
spending  over  the  past  four  years.  The  Mayor’s  budget  estimates  that  state  aid  will  remain  relatively  flat,  increasing  by  $686,000 
or  0.2%  in  fiscal  1993.  Since  fiscal  1989,  state  aid  to  Boston  has  been  cut  by  $80.5  million  or  19.7%.  Boston  has  received  cuts 
of  $647,000,  $37.5  million  and  $43.1  million  in  fiscal  years  1990,  1991  and  1992  respectively.  State  aid  as  a percent  of  total 
operating  revenues  declined  from  31.7%  in  fiscal  1989  to  24.9%  in  fiscal  1993.  Actual  Cherry  Sheet  estimates  released  this  week 
indicate  that  state  aid  will  decrease  by  $632,000  and  not  increase,  creating  a small  potential  revenue  shortfall  problem  for  the  City. 
Not  yet  decided  is  whether  the  final  state  budget  will  provide  an  additional  $185.0  million  for  state  aid,  whether  it  will  be 
earmarked  for  education  and  how  it  will  be  allocated. 


WHERE  THE  MONEY  COMES  FROM 

FIGURES  IN  OOO's 


ACTUAL 

BUDGET 

BUDGET 

FY1989-FY1993 

FY1992- 

FY1993 

FISCAL  1989 

FISCAL  1992 

FISCAL  1993 

CHANGE  % 

CHANGE 

CHANGE  ' 

% CHANGE 

GROSS  PROPERTY  TAX 

$484,281 

$583,258 

$618,440 

$134,159 

27.7% 

$35,181 

6.0% 

OVERLAY 

(24,276) 

(27,774) 

(33,809) 

(9,533) 

39 . 3% 

(6,035) 

21.7% 

NET  PROPERTY  TAX 

$460,004 

$555,484 

$584,631 

$124,627 

27.1% 

29,147 

5.2% 

DEPARTMENTAL  REVENUES 

$291,086 

$304,399 

$277,391 

($13,694) 

-4.7% 

($27,008) 

-8.9% 

CITY 

131,113 

132,240 

115,254 

(15,859) 

-12.1% 

(16,986) 

-12.8% 

HEALTH  & HOSPITALS 

154,745 

168,200 

158,000 

3,255 

2.1% 

(10,200) 

-6.1% 

SUFFOLK  COUNTY 

4,752 

3,369 

3,517 

(1,234) 

-26.0% 

148 

4 . 4% 

SCHOOL 

476 

590 

620 

144 

30.2% 

30 

5.1% 

STATE  REVENUES 

$408,077 

$326,878 

$327,565 

($80,513) 

-19.7% 

$686 

0.2% 

CHAPTER  70 

67,233 

44,964 

44,964 

(22,269) 

-33.1% 

0 

0.0% 

LOTTERY 

25,329 

25,329 

25,329 

0 

0.0% 

0 

0.0% 

SCHOOL  CONSTRUCTION 

14,670 

13,633 

14,007 

(663) 

-4.5% 

374 

2 . 7% 

PUPIL  TRANSPORTATION 

10,137 

10,428 

10,162 

25 

0.2% 

(267) 

-2.6% 

ADDITIONAL  ASSISTANCE 

283,780 

206,638 

207,459 

(76,321) 

-26.9% 

821 

0.4% 

COUNTY  JAIL  GRANT 

21,587 

21,587 

21,587 

NA 

0 

0 . 0% 

MISCELLANEOUS 

6,928 

4,299 

4,057 

(2,871) 

-41.4% 

(242) 

-5.6% 

CH.  121A  - PROPERTY  EXCISE 

$32,513 

$31,400 

$23,700 

($8,813) 

-27.1% 

($7,700) 

-24.5% 

TEACHER  PENSIONS 

22,221 

26,411 

27,200 

4,979 

22.4% 

789 

3 . 0% 

MOTOR  VEHICLE  EXCISE 

25,818 

19,520 

19,020 

(6,798) 

-26.3% 

(500) 

-2.6% 

HOTEL/MOTEL  EXCISE 

13,580 

13,900 

13,500 

(80) 

-0.6% 

(400) 

-2.9% 

AIRCRAFT  FUEL  TAX 

12,961 

13,400 

12,900 

(61) 

-0.5% 

(500) 

-3 . 7% 

OTHER  REVENUES 

25,532 

32,285 

29,818 

4,286 

16.8% 

(2,467) 

-7.6% 

TOTAL  REVENUE 

$1,291,792 

$1,323,677 

$1,315,725 

$23,933 

1.9% 

($7,952) 

-0.6% 

NET  PRIOR  YEAR  DEFICITS 

($4,227) 

$0 

$0 

$4,227  - 

•100.0% 

$0 

NA 

NET  AVAILABLE  FOR  OPERATIONS 

$1,287,565 

$1,323,677 

$1,315,725 

$28,160 

2 . 2% 

($7,952) 

-0.6% 

HOSPITAL  REVENUES  As  the  third  major  source  of  revenue  for  the  City,  hospital  receipts  are  projected  to  decline  by  $10.2 
million  or  6.1%  from  fiscal  1992  to  fiscal  1993.  This  significant  decrease  is  attributed  to  the  increased  collection  of  prior  year 
reimbursements  in  fiscal  years  1991  and  1992  that  will  not  continue  in  fiscal  1993.  Federal  and  State  efforts  to  control  Medicaid 
costs  may  also  push  hospital  revenues  down.  Hospital  revenues  have  remained  at  12.0%  of  total  revenues  in  fiscal  1989  and  in 
fiscal  1993,  but  have  increased  by  $3.3  million  or  2.1%  over  this  time. 


DEPARTMENTAL  REVENUES  General  departmental  revenues  are  expected  to  decline  by  $16.8  million  or  12.3%  from  the 


current  year.  Major  decreases  are  expected  in  parking  facility  revenues,  down  by  $1.7  million  or  57.9%  and  reimbursements,  down 
by  $1.3  million  or  57.1%.  Parking  facility  revenues  are  projected  to  decrease  due  to  the  taking  of  land  by  the  State  for  the  central 
artery  project.  Reflecting  the  sluggish  economy,  interest  from  investments  is  expected  to  drop  by  $3.1  million  or  18.6%  and  fees 
from  recreational  activities  are  projected  to  drop  by  12.5%.  Departmental  revenues  have  decreased  slightly  from  10.6%  of  total 
revenues  in  fiscal  1989  to  9.1%  in  fiscal  1993. 

OTHER  REVENUES  All  other  revenues  are  estimated  to  decrease  from  fiscal  1992  to  fiscal  1993,  down  by  $10.8  million  or 
7.9%  collectively.  The  majority  of  this  reduction  is  due  to  the  change  in  the  Prudential  Center  commercial  property  tax  status 
from  121A  tax-exempt  to  taxable,  which  is  reflected  in  the  new  growth  component  of  the  property  tax  levy.  The  121A  account 
is  expected  to  be  reduced  by  $7.7  million  or  24.5%  during  this  time.  The  City’s  estimate  that  no  "Free  Cash"  (Budgetary  Fund 
Balance)  will  be  available  in  fiscal  1993  represents  a reduction  from  this  year  of  $10.9  million.  Free  cash  generally  represents  the 
amount  that  prior  year  property  taxes  collected  and  operating  surpluses  exceed  property  taxes  owed.  No  free  cash  next  year  may 
stem  from  the  City’s  questionable  use  of  free  cash  in  fiscal  1991.  That  year,  in  response  to  a reduction  in  state  aid  of  $37.5  million 
and  an  unwillingness  to  cut  spending  further,  the  City  depleted  much  of  its  reserves  to  build  up  the  amount  of  free  cash  utilized 
to  $38.6  million.  That  represented  at  least  $18.0  million  more  in  free  cash  then  had  been  used  in  past  years  or  could  be  expected 
in  subsequent  years.  In  fiscal  1989  and  fiscal  1990,  Boston  appropriated  free  cash  of  $15.0  million  and  $20.0  million  respectively. 

SALE  OF  ASSETS  Included  in  the  "Other  Revenues"  category  are  proceeds  from  the  sale  of  capital  assets.  Funds  from  this 
source  of  revenue  increased  by  $6.0  million  in  the  fiscal  1993  budget.  The  State  is  currently  negotiating  with  the  City  for  sale  of 
land  needed  for  the  central  artery  project.  The  State  has  agreed  to  pay  at  least  $28.0  million  for  the  land.  Based  on  that 
assurance,  the  City  included  $10.0  million  from  this  expected  sale  and  $2.0  million  from  the  sale  of  a parking  lot  near  Boston  City 
Hospital  in  the  fiscal  1992  budget.  The  balance  of  $18.0  million  from  the  artery  land  sale  is  included  in  the  fiscal  1993  budget. 
The  final  sale  could  produce  a higher  figure.  The  City  had  expected  to  use  proceeds  from  the  sale  of  the  Bedford  Street  garage 
in  fiscal  1992  but  the  sale  was  never  finalized. 


WHERE  THE  MONEY  GOES 

Reflecting  the  drop  in  revenues,  the  City’s  spending  is  projected  to  decline  by  $8.0  million  or  0.6%  from  fiscal  1992  to  1993.  This 
reduction  comes  after  a $41.8  million  or  3.1%  decline  in  fiscal  1992.  Boston’s  general  fund  spending  increased  by  2.8%  in  the 
four  years  since  fiscal  1989.  However,  during  that  same  time,  inflation  for  governmental  spending  increased  by  14.2%.  The  only 
categories  keeping  pace  or  exceeding  the  inflation  rate  during  this  period  have  been  health  benefits  (71.7%),  Suffolk  County 
correctional  services  (33.3%)  and  the  mandatory  expenses  for  debt  service  (18.7%)  and  state  assessments  (11.0%). 

DEPARTMENTAL  EXPENDITURES  Most  departments  received  budget  cuts  in  fiscal  1993  for  the  second  consecutive  year. 
Departmental  expenditures  are  expected  to  decrease  by  $22.0  million  or  2.0%  in  fiscal  1993.  This  comes  after  a $45.5  million  or 
4.1%  decline  in  departmental  spending  from  fiscal  1991  to  fiscal  1992.  Departmental  budget  cuts  are  affected  by  the  decrease 
in  revenues  and  also  by  the  fact  that  mandatory  expenses  for  pensions  and  debt  service  are  increasing,  after  having  remained  fairly 
stable  for  the  past  few  years.  Mandatory  spending,  as  a percent  of  the  total  budget,  has  increased  from  18.5%  in  fiscal  1992  to 
19.7%  in  fiscal  1993. 

The  impact  of  departmental  cuts  can  sometimes  be  masked  by  focusing  attention  on  budget  totals  that  include  semi-fixed  costs 
which  rise  at  a higher  rate  of  spending.  For  example,  in  the  table  on  the  next  page,  departmental  spending,  excluding  school, 
hospital  and  county  services,  decreased  by  $629,000  or  0.1%  in  the  four  years  since  fiscal  1989.  However,  if  health  benefit  costs 
are  excluded,  these  same  departments  show  cuts  of  $29.0  million  or  6.7%  during  this  period. 

Faced  with  decreasing  revenue  growth  as  well  as  the  increase  in  mandatory  expenditures,  the  City  initiated  efforts  to  protect  public 
safety,  school  and  health  services  by  cutting  the  budgets  of  other  departments  first.  Exempt  from  these  cuts  has  been  the  Suffolk 
County  budget,  which  because  of  facility  expansion  increased  its  spending  by  33.3%  since  fiscal  1989.  The  revenue  reduction  of 
$44.4  million  in  fiscal  1992  forced  sizeable  cuts  in  most  departments,  including,  for  the  first  time,  the  priority  departments, 
although  to  a lesser  degree.  In  the  fiscal  1993  budget,  basically  all  departments,  including  the  priority  departments  with  the 
exception  of  the  Police  Department,  have  been  reduced.  Since  fiscal  1989,  Police  Department  spending  has  increased  by  7.0%, 
Fire  Department  by  4.6%  and  School  Department  by  5.2%.  While  by  no  means  excessive  in  light  of  a 14.2%  inflation  rate  during 
this  time,  these  increases  contrast  with  the  Parks  Department  budget  which  has  been  cut  by  31.4%,  the  Library  budget  by  13.8%, 
the  finance  departments  by  28.0%  and  the  Public  Facilities  budget  by  20.4%.  Approximately  46.0%  of  all  city  departments  have 
had  their  budgets  reduced  in  each  of  the  last  three  years,  68.0%  of  all  budgets  have  been  reduced  in  each  of  the  past  two  years 
and  about  30.0%  of  all  budgets  have  decreased  in  each  of  the  last  four  years.  The  Police,  Fire,  School  and  Hospital  Departments 
repre.sent  71.9%  of  the  total  departmental  budget  in  fiscal  1993  and  their  spending,  in  aggregate,  has  increased  by  3.9%  since  fiscal 


WHERE  THE  MONEY  GOES 

FIGURES  IN  OOO'S 


FISCAL  1989 

BUDGET 
FISCAL  1992 

BUDGET 
FISCAL  1993 

FY1989- 
CHANGE  °/ 

■FY1993 
I CHANGE 

FY1992- 
CHANGE  % 

FY1993 

CHANGE 

CITY  DEPARTMENT/SERVICES 

$473,257 

$472,838 

$472,627 

($629) 

-0.1% 

($211) 

0 . 0% 

MAYORAL  OFFICES 

6,457 

7,963 

6,907 

450 

7 . 0% 

(1,056) 

-13.3% 

CITY  COUNCIL 

2,221 

2,406 

2,406 

185 

8.3% 

(0) 

0 . 0% 

POLICE 

117,146 

124,433 

125,340 

8,194 

7 . 0% 

907 

0.7% 

FIRE 

79,587 

83,550 

83,272 

3,684 

4 . 6% 

(279) 

-0.3% 

PUBLIC  WORKS 

62,642 

53,985 

52,075 

(10,567) 

-16.9% 

(1,910) 

-3 . 5% 

PARKS  AND  RECREATION 

12,889 

9,560 

8,842 

(4,047) 

-31.4% 

(718) 

-7.5% 

LIBRARY 

21,472 

18,690 

18,500 

(2,972) 

-13.8% 

(190) 

-1.0% 

PUBLIC  FACILITIES 

19,529 

15,784 

15,545 

(3,984) 

-20.4% 

(239) 

-1.5% 

ADMINISTRATIVE  SERVICES 

19,938 

15,397 

15,048 

(4,890) 

-24.5% 

(349) 

-2.3% 

REAL  PROPERTY 

8,261 

6,140 

5,936 

(2,325) 

-28.1% 

(204) 

-3.3% 

VETERANS  SERVICES 

2,653 

2,531 

2,501 

(152) 

-5.7% 

(31) 

-1.2% 

TRANSPORTATION 

21,182 

22,060 

21,345 

162 

0 . 8% 

(715) 

-3 . 2% 

PENSIONS  & ANNUITIES 

9,226 

7,410 

8,000 

(1,226) 

-13.3% 

590 

8 . 0% 

HOSPITAL  & INSURANCE  PLAN  39,612 

63,300 

68,000 

28,388 

71.7% 

4,700 

7 . 4% 

FINANCE 

11,379 

8,610 

8,193 

(3,187) 

-28.0% 

(417) 

-4.8% 

OTHER  (MISCELLANEOUS) 

39,061 

31,018 

30,718 

(8,343) 

-21.4% 

(300) 

-1.0% 

HEALTH  & HOSPITALS 

$179,413 

$182,078 

$177,800 

($1,613) 

-0.9% 

($4,278) 

-2.3% 

SCHOOL  DEPARTMENT 

$355,391 

$382,000 

$374,000 

$18,609 

5.2% 

($8,000) 

-2 . 1% 

SUFFOLK  COUNTY 

$24,512 

$32,721 

$32,675 

$8,163 

33 . 3% 

($46) 

-0.1% 

MANDATORY 

DEBT  REQUIREMENTS 

$78,335 

$86,028 

$92,980 

$14,645 

18.7% 

$6,952 

8.1% 

RETIREMENT 

$120,533 

$106,240 

$112,012 

($8,522) 

-7.1% 

$5,772 

5 . 4% 

STATE  ASSESSMENTS 

$48,322 

$52,323 

$53,631 

$5,309 

1 1 . 0% 

$1,308 

2 . 5% 

UNALLOCATED  APPROPRIATION 

9,449  * 

0 

0 

(9,449) 

-100.0% 

GENERAL  FUND  EXPENDITURES 

$1,279,763 

$1,323,677 

$1,315,725 

$35,963 

2.8% 

($7,952) 

-0.6% 

1989  but  decreased  by  4.3%  since  fiscal  1991. 

With  over  60%  of  departmental  spending  allocated  to  personal  services,  the  budget  cuts  have  affected  work  force  levels  and 
collective  bargaining.  From  January,  1989  to  January,  1992,  the  number  of  city  employees  has  decreased  by  1,120  full-time 
equivalent  positions  or  5.6%.  City  departmental  employees  were  cut  by  596,  and  the  hospital  and  school  work  force  by  667  and 
288  respectively.  The  growth  in  county  payrolls  of  431  positions  is  attributable  to  the  increasing  inmate  population  and  the 
operation  of  two  new  and  larger  correctional  facilities.  Most  city  departmental  employees  have  not  had  a salary  increase  since 
July,  1989,  their  contracts  having  expired  in  June,  1990.  The  school  employee  contracts  expire  in  August,  1992.  No  salary 
increases  are  planned  in  any  of  the  departmental  budgets  for  fiscal  1993. 

CONCLUSION  The  reduction  of  state  aid  and  other  revenues  has  forced  the  City  to  prioritize  services  and  develop  innovative 
approaches  to  providing  services  more  efficiently.  Much  improvement  has  been  achieved  but  more  still  needs  to  be  done.  For 
example,  Boston  operates  expensive  police  and  fire  services  when  compared  with  comparable  cities.  Over  time,  the  City  must 
pursue  efforts  to  make  these  and  other  services  more  efficient.  The  City  needs  to  address  provisions  and  work  rules  in  its 
collective  bargaining  agreements  that  increase  costs  and  hinder  more  efficient  delivery  of  services.  The  4-2  work  week  in  the 
police  officers  contract  is  a good  example.  The  Bureau  continues  to  be  concerned  about  the  City’s  reliance  on  one-time  revenues 
to  support  recurring  expenditures.  The  property  tax  and  state  aid  represent  69%  of  Boston’s  operational  revenues  this  year. 
Putting  an  arbitrary  cap  on  the  major  revenue  source  and  reducing  or  level-funding  the  other  will  gradually  prevent  the  City  from 
delivering  the  quality  of  services  required  in  an  urban  center.  The  State  should  develop  an  equitable  partnership  with  the  cities 
and  towns  in  the  sharing  of  state  revenues  and  implementing  the  principles  envisioned  in  the  Hamill  Task  Force  On  Local  Finance. 
These  and  other  issues  will  be  developed  further  in  subsequent  reports. 
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